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To undertake great new sailing adventures on the open 
sea takes a mighty vessel and an outstanding crew of 
versatile and courageous individuals capable of pulling 
together in the strongest gale. With the creation of 
First Coast Service Options, Inc. (FCSO) and the amazing 
employees of the Government Programs division of Blue 
Cross Blue Shield of Florida (BCBSF), we have both 
the ship and the crew to get underway with confidence. 
On May 22, 1998, we hoisted the sails of FCSO, 
incorporating this new company to carry Government 
Programs into new seas of opportunity. The excitement 
spread through the entire crew with FCSO's inaugural 
employee recognition celebration event at the 
Times-Union Center for the Performing Arts on October 2, 
1998. Fallowing the receipt of our Third Party Administrator 
License from the State of Florida in December, FCSO 
was successfully launched on January 1, 1999. 
Now we are preparing to steer an exciting course on a 
voyage that has opportunity for us all. Opportunity to 
employ our talents and capabilities in new ways and 
beyond Florida. Opportunity to form business relationships 
with other companies that share our vision and values. 
Opportunity to apply our strong customer focus to a 
new organization. And, opportunity to achieve outstanding 
results, like those from 1998, year after year. 
When I look out at the horizon, I feel a strong wind at 
our backs. I hope you do, too. So, welcome aboard and 
hold on tight. The best ports-of-call are yet to come. 
&w~ 
Curtis W Lord 
President/Chief Executive Officer 
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As reflected on the cover of this report, First Coast 
Service Options, Inc. (FCSO) has made an impression. 
Some impressions are everlasting. Some fade after time. 
Personally, I will never forget the year 1998. 
It was a year of tremendous work, tremendous 
accomplishments, and tremendous challenges. It was 
another year when the people of the Medicare 
organization came together as a team to perform in an 
exemplary manner, and also to band together to help 
launch our new company. 
We are now under full sail, moving toward a bright new 
horizon. We have made our first impressions through 
the formation and transition of FCSO. It is now up to 
each one of us to make an impression through our work 
efforts to assure that our company does not become 
a fading memory, but rather a lasting impression that 
continues to grow and serve our customers. 
Through the efforts of each of us, our ship will be 
sound and sail far into the future. I congratulate and 
salute the people of our organization for an outstanding 
1998 and our outstanding accomplishments. 
Qz, ·a,; Q. i/.iJJ~ 
Patricia A. Williams 
Senior Vice President/Chief Operating Officer 
~ \ . 
FIRST COAST 
K E Y ACHIEVEMENTS 
SERVICE OPTIONS, 11\'C. 
Making Our Mark 
to Better Serve 
the Needs of 
Our Custoniers, 
MAKING OUR MARK .... 
FIRST COAST 
SERVICE OPTIONS, INC. 
KEY ACHIEVEMENTS 
Our Business Focus 
As FCSO began operations it kept a sharp focus on its 
existing business definition: 
We provide administrative services that employ 
sound business processes and advanced technologies 
to the Health Care Financing Administration 
(HCFA), the Agency for Health Care Administration 
(Florida Medicaid) and other Medicare contractors 
to help them achieve their business objectives. 
Moving forward, FCSO will leverage its best capabilities 
to develop a more profitable and balanced book 
of business. 
During 1998 we developed and began to execute a 
business strategy to guide FCSO's long term success. The 
strategy stresses profitability, growth of our business, 
improvement of our organization's effectiveness, risk 
mitigation and maintenance of our existing Medicare 
contracts. We believe the following six areas of emphasis 
(or "we must" statements) support this strategy and will 
keep us headed in the right direction. 
We Must: 
• Satisfy our customers by identifying, understanding 
and meeting their needs. 
• Continuously improve our business processes and 
relationships in order to enhance our competitive position. 
• Achieve and maintain bottom-line profitability. 
• Substantially mitigate business risks to both Blue 
Cross Blue Shield of Florida (BCBSF) and FCSO. 
• Continuously improve the effectiveness of 
the organization. 
• Identify, compete for, and win additional market 
opportunities. 
A focus on these six areas allowed us to make many 
important contributions in 1998, and positions us well 
for a successful 1 999. 
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Understanding & Meeting Our Customers' Needs 
FCSO demonstrates strong performance in understanding 
and meeting customer needs. The company's innovative 
and skilled personnel are recognized as industry leaders 
in providing education and outreach services and, in 
fact, received awards for "Creative Outreach and Media 
Activities," "Successful Interaction" on a mammography 
campaign and "Success in Reaching Large Audiences." 
FCSO expanded specific provider education programs to 
all the states in the Health Care Financing Administration's 
(HCFA) Southern Consortium. And, FCSO staff continued 
to build strong relationships with the Florida Medical 
Association (FMA), the Peer Review Organization (PRO), 
the Florida Hospital Association (FHA), Medicaid and 
numerous specialty societies. 
Performance Highlights 
Preventive Health Campaigns 
Our preventive benefits outreach was targeted especially 
to minority and disadvantaged beneficiaries. Ongoing 
and new coalitions such as the Florida Flu Fighters, the 
Hillsborough and Duval County Volunteer Outreach 
Interagency Communication for the Elderly (VOICE), 
and the Partnership for Aging helped disseminate 
Medicare information to more than 100 agencies. 
Effective Use of Media to Reach Large Audiences 
The company developed and distributed public service 
announcements (PSAs) and interview programs in 
English, Spanish, and French. FCSO also partnered 
with ten Radio Reading Service stations statewide to 
effectively reach large numbers of the vision-impaired. 
In addition, we produced video PSAs in English and 
Spanish which were distributed to local cable companies. 
Intergenerational Project 
The Intergenerational Project offered interactive 
forums for high school students and senior citizens in 
South Florida. In the project, approximately 426 students 
worked to create educational presentations that were 
shared with elderly citizens. 
Seniorfests and Senior Expos 
FCSO coordinated and participated in Seniorfests and 
Senior Expos throughout the state, reaching over 45,000 
seniors. These events were developed in collaboration 
with private entities. Social service organizations and 
state and federal agencies were invited to participate to 
provide a "One Stop Shopping" approach to health care 
information and services. During Seniorfests, the 
company facilitated the administration of flu shots, 
screenings for blood pressure and glucose levels, 
mammograms and other valuable services. 
Provider Partnerships and Training 
• FCSO partnered with providers to develop and 
implement a new "Request for Review" form in 
October. This form simplifies the process for 
requesting a review, and has resulted in a significant 
productivity improvement. 
• FCSO created a new process for telephone responses 
to review and inquiry requests. In this new process, 
the customer is given the choice to have his or her 
review or inquiry handled via the telephone or in 
writing. 
• The company was awarded the Southern Consortium 
Provider Education and Training Pilot. This pilot 
enabled FCSO staff to educate providers in a 
thirteen-state consortium and consisted of four 
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programs: Resident Training, Fraud and Abuse 
Prevention, Computer-Based Training and Duplicate 
Claim Submission Reduction . 
• FCSO enhanced provider education seminars 
through the use of improved technologies. Seminars 
were delivered using LCD (liquid crystal display) 
projectors and on-line 
Microsoft PowerPoint 
presentations. The following 
sessions were among 
those offered this year: 
• 7 Medifest sessions 
• 69 specialty seminars 
• 57 county/medical 
society meetings 
• FCSO formed a partnership 
with the FHA, hospital/facility 
administrators and their staff 
members for the overall benefit 
of the Medicare program and 
provider community. During 
this year, new work groups 
were developed to address 
specific areas of improvement. 
• FCSO expanded the Medical 
Affairs Outreach program, 
which resulted in meetings and enhanced relationships 
with the FMA, the PRO, Medicaid and numerous 
specialty societies. 
• FCSO utilized the Carrier Advisory Committee 
(CAC) to review and give input on 160 Local 
Medical Review Policies (Part A and Part B), all of 
which were implemented in 1998. 
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Enhancing Our Competitive Position 
FCSO employees can be proud of their achievements in 
1998. In the face of significant change, the company 
maintained its sharp focus on ensuring the integrity of 
the Medicare program, processed a record number of 
claims and inquiries, and strengthened its role as a major 
supplier of system services to HCFA. 
Some key accomplishments include: 
Program Safeguards 
As a result of our enhanced processes, data analyses 
capabilities and our staff's knowledge and skills, over 
$458 million of inappropriate medical expenses were 
denied payment or recovered during the year. This 
returned almost $18 of savings for every dollar spent. 
Some of the efforts that helped achieve program 
safeguard savings are: 
• The identification, through retrospective medical, 
financial, and other audits, of more than $190 million 
of inappropriate Medicare and Medicaid expenses. 
• The referral of more than 40 cases of fraud and 
abuse to law enforcement officers for further 
investigation and prosecution. 
• The identification, through the audit process, of 
$29 million and $87 million for Medicaid and Medicare 
liability, respectively. 
• The settlement of 895 Medicare and 78 Medicaid 
cost reports. 
• The issuing of 1,451 Tentative Settlements and the 
setting of 3,217 rates. 
• The recovery of more than $3 3 million in inappropriate 
Medicare B payments and achievement of a collection 
rate of 7 6.4 percent. 
• The conduction of 1,136 on-site visits, resulting in 
182 provider deactivations and $6,562,148 in 
potential savings, and the reduction of Medicare 
enrollment application work days on hand from 
52 days to 13.7 days. 
• The recovery of $106,889,987 in Medicare 
Secondary Payer (MSP) pre- and post-payment 
savings and the achievement of a Medicare Part A 
MSP savings ratio of 7 6: 1 and a Part B savings 
ratio of 11: 1. 
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Program Management 
As a result of the continued dedication and commitment 
of the Program Management team, record workloads 
were processed, unprecedented reductions in pending 
levels were attained, productivity gains were significant 
and customer service processes continued to be improved. 
CLAIMS PROCESSING TIMELINESS 
Medicare A 
% Clean EMC 
Claims-30 days 
% Clean Paper 
Claims-30 days 
%All Claims 
in 60 days 
CLAIMS PROCESSING TIMELINESS 
Medicare B 
lOOo/o ,___ _ -----------------
% Clean EMC 
Claims-30 days 
% Clean Paper 
Claims-30 days 
%All Claims 
in 60 days 
• Processed a record number of claims and inquiries 
this year - more than 50,375,000 Part B claims, more 
than 4,916,000 Part A claims, more than 2,235,000 
Part B inquiries and more than 319,000 Part A inquiries. 
• Achieved excellent claims processing timeliness 
performance and claims inventory levels. 
• Reduced Part B reviews pending from 69,000 to 10,000. 
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• Continued to improve timeliness of response for 
telephone inquiries. 
• Processed a record number of hearings while 
maintaining excellent timeliness performance. 
All Trunks Busy Answered in 120 seconds 
Goal 12/98 Goal 12/98 
Medicare A 20% I 16.5% 97% I 98.9% 
Medicare B 20% 4.7% 97.5% 99.So/o 
• Continued to improve the quality and timeliness of 
written inquiry performance. 
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Part B Part A Goal 
Actual Actual 
• Continued to provide excellent mail operation services by 
depositing 116,319 checks totaling more than $121 million. 
Also, mailed more than 14. 7 million Medicare Summary 
Notices (MSNs) to beneficiaries, and distributed more 
than 2 .6 million checks to beneficiaries and providers. 
• Effectively completed more than 68 tasks outlined in 
HCF.Ns Change Management Plan. 
Systems 
Employees continued to be recognized as industry leaders 
in systems work, as valued partners to HCFA in 
maintaining the standard Medicare A system and as a 
key supplier to internal customers by providing assistance 
to operational areas in meeting performance goals. 
• Continued to provide ongoing maintenance and 
support of the Fiscal Intermediary Shared System (F1SS) 
by completing and distributing 3 88 project assistance 
requests, handling 2,077 telephone assistance requests 
and resolving various implementation issues. 
A{\> _ 
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OVERALL CUSTOMER RATING FOR FISS TRAINING 
• Provided training support to eight current sites 
transitioning to FISS and specialized training support 
to four new sites. 
• Expanded Electronic Data Interchange (EDI) 
customer base to 806 Direct Data Entry (DDE) 
users, and 2,500 PC-ACE customers, and successfully 
implemented the new EDI enrollment form. 
• Met all Common Working File (CWF) Host 
performance evaluation goals and installed 43 CWF 
software releases. 
• Continued to support the largest Medicare A data 
center in the nation. 
• Successfully addressed 99 5 system assistance requests. 
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Since FCSO has set sail as a new for-profit company, it 
is critical that we focus on improving our bottom line 
financial results. Profitability will allow the company to 
be a self-sustaining entity and provide necessary capital 
for growth and expansion. Calendar year 1998 was a 
very good year for exceeding financial goals. Revenue in 
1998 was $113. 7 million. Primary revenue sources were 
the Medicare A and B contractor budgets ($90 million), 
the FISS maintenance and implementation contract 
budget ($10 million), and miscellaneous revenue related 
to GP, i.e., crossover I Medigap claims, shared processing, 
Medicaid Audit, Durable Medical Equipment Regional 
Contractor (DMERC) hearings, and education 
(approximately $13 million). The company improved its 
overall financial position as highlighted below: 
• Calendar year 1998 "top line" revenue was 
$113.7 million (up 6 percent from 1997) and the 
"bottom line" loss was reduced to $1.5 million (a 50 
percent improvement over 1997). 
• The company experienced significant (over 20 
percent) productivity increases in key operational 
areas while maintaining an overall productivity 
increase of over 5 percent. 
• FCSO operated at $1. 7 million below the FY 1998 
HCFA funding levels, while meeting HCFA's 
performance requirements. 
• Staff continued to focus on operational efficiencies 
which resulted in improved budget performance. 
A few examples include: 
Saved more than $1.8 million in postal 
discounts through increased automation. 
Renegotiated the 1998 maintenance agreement 
with Bell & Howell, saving $25,000 annually. 
Contracted with an outside vendor to process 
and deliver Standard Class flat mail to postal 
destination centers located throughout Florida, 
saving more than $52,000 annually. 
Implemented a semi-automated process to 
reduce hand-stuffed mail jobs, saving more than 
$12,000 in postage and $40,000 in labor costs. 
Reduced office supply needs by more than 
$55,000, through the implementation of 
on-line manuals. 
Implemented system-generated beneficiary 
reference notices, saving $109,322. 
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The enforcement and business risks of government 
contracting are formidable and, while they can be 
mitigated, they cannot be eliminated. Enforcement risks 
deal with increased litigation, audits, civil false claims 
suits and certifications. Business risks arise from 
increased demands/decreased funding, potential negative 
publicity, Y2K readiness, etc. Our employees pulled 
together on a number of key business initiatives to 
substantially mitigate these risks. 
Subsidiary Formation 
FIRST COAST SERVICE OPTIONS, INC. 
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moved into a 
wholly-owned 
subsidiary. The 
creation of a 
Medicare subsidiary 
and the expected novation of BCBSF's Medicare contracts 
to FCSO will help protect BCBSF against the risks of 
government contracting. This change will also position 
FCSO and its holding company, Diversified Service 
Options (DSO), to pursue new business by removing 
any conflicts of interest the federal government may 
perceive between those organizations and BCBSF. 
• FCSO and DSO were incorporated in May 1998, 
with a five-member Board of Directors. Quarterly 
board meetings were initiated. 
• Staff worked through a myriad of human resource, 
legal, financial, communication and operational issues 
to ensure the successful January 1, 1999, startup of FCSO. 
Controls 
A key element in managing the risks of government 
contracting is ensuring that good controls are in place. 
Many activities completed in 1998 assisted the company 
in better understanding controls and each person's role 
in maintaining a positive control environment. 
Internal Operations 
Re-emphasized employee responsibility related to 
controls through various sessions: COMPASS refresher 
training, implementation and rollout of a new Fraud 
and Abuse training program, Equal Employment 
Opportunity/ Affirmative Action Program (EEO/ AAP) 
management training, Medicare Management and 
Operations Review Program (MMORP) self assessment 
review of internal controls, etc. 
External audits 
Audits of our control processes and procedures played 
a key role in keeping the company focused on the 
importance and impact controls have on our operation; 
Internal Audit continued a five-year plan to audit all 
operational areas; Ernst & Young audited the non-claims 
portion of our Chief Financial Officer (CFO) Reports, 
the Office of the Inspector General (OIG) assessed the 
error rates associated with our claims processing efforts, 
Ernst & Young conducted Electronic Data Processing 
(EDP) and system penetration audits and Intermetrics, 
HCFA and OIG all performed several reviews of our 
Y2K readiness. We are proud of the excellent results of 
these audits. 
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Certifications 
HCFA continued to place importance on contractor 
certifications for controls and Contractor Performance 
Evaluation (CPE) processes. Finance & Controls, Legal 
Affairs, Internal Audit and FCSO staff played key roles 
in carrying out due diligence work so that these 
certifications could be made in a timely and 
efficient manner. 
Year 2000 Readiness 
FCSO faced a tremendous challenge in 
continuing to meet HCFA's expectations as 
a Medicare contractor, while simultaneously 
establishing state-of-the-art Y2K readiness 
processes. FCSO initiated a major project 
in 1998 to prepare for the changes associated 
with the new millennium. 
• FCSO provided HCFA with Certificates of 
Compliance with its millennium testing 
protocols and guidelines, stating that we 
have achieved Y2K readiness for the FISS 
claims software which we maintain for 
HCFA, as well as our internal mission 
critical systems. 
• FCSO must maintain its Y2K focus in 
1999, including removal of the qualifications 
and exceptions which are within the 
company's control, the finalization of 
contingency planning and the preparation 
for a mid-year recertification. 
None of the company's efforts to mitigate risks of 
government contracting would have been successful 
without the commitment and dedication of the FCSO 
team. Key resources were often pulled to assume 
responsibility for these assignments, resulting in the need 
for critical support from the entire organization. 
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Our people, the work environment and new technologies 
help ensure our company's success and commitment 
to excellence. 
Organizational Survey Plans of Action 
Critically important to FCSO's success is the company's 
continual commitment to providing forums for employees 
to assess our strengths and weaknesses. In late 1997, the 
company implemented a bi-annual survey process to 
obtain feedback from all employees so that we could 
jointly identify our organizational strengths and areas 
for improvement. During 1998, survey results were shared 
with the organization and priority topics began to be 
addressed. Organizational improvement is an ongoing 
process that supports our focus on continuous improvement. 
Communication 
Timely and effective communication links are vital. 
Renewed emphasis was placed on communication 
through the initiation of monthly all-management 
communication sessions and newsletter updates to all 
employees on the status of our transition to FCSO. 
Two-way communication meetings, Management by 
Objective (MBO) sessions, and coaching and counseling 
opportunities were provided for employees. 
Recognition Programs 
The company uses various avenues to recognize and 
reward our staff for many accomplishments. We 
enhanced programs such as the Employee Appreciation 
Day, the quarterly FCSO Level Recognition Program 
and departmental recognition programs. Additionally, 
employees were rewarded for their tremendous support 
and accomplishments at the FCSO Launch Celebration. 
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Development and Training 
FCSO strives to be a learning organization and 
recognizes the need to provide opportunities for 
continued staff development and training. The company 
provides opportunities for employees to participate in 
corporate-sponsored development programs, to attend 
business related seminars and to utilize the tuition 
reimbursement program to further educational needs. 
Our employees also participate in internally created 
training and development programs specific to their 
own departmental needs. These include an internal 
career path ( certification program) which was initiated 
to attract, retain and promote the best candidates for 
customer service representatives, and cross training 
within claims and customer service areas. 
Technology 
The company improved processes by utilizing: 
• Artificial Intelligence to perform automated 
medical review. 
• Application Program Interface capabilities to 
automate claims and customer service processes. 
• Optical Character Recognition (OCR) system 
enhancements to automatically scan claims. 
• Voice Response Unit (VRU) expansion to handle 
phone calls without personal intervention. 
• Video teleconferencing as a pilot for hearings. 
• An enhanced Computer Based Training program for 
provider education. 
• An increased percentage of Electronic Media Claims 
(EMC). 
• Expanded Calculation of Over Payment Systems 
(COPS) to support Comprehensive Medical Reviews. 
• Established electronic access to various Medicare reports, 
including the Provider Statistical and Reimbursement 
(PS & R) Report, on the Bulletin Board System (BBS). 
• Corporate ENDEVOR change management system 
to more effectively and efficiently manage software 
changes in our mainframe processing enviro~ment. 
• Improved Medicare A production systems successful 
job completions rate by 62 percent. 
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A key element of FCSO's future is business diversification, 
which will help the company achieve its goals of 
increased revenue, greater profit potential and a broadened 
customer base. The company's initial strategy is to 
diversify by building on core competencies and capabilities. 
Highlighted below are some of our areas of diversification: 
FISS Maintenance and Implementation Contract 
FCSO successfully completed its first annual contract 
with HCFA for the maintenance and implementation of 
the FISS. This contract was a firm, fixed-price contract, 
which for the first time enabled FCSO to profit from our 
FISS support activities. We received revenue under this 
contract, and a return on investment after all expenses 
and overhead were accounted for. 
Shared Processing 
We provide data processing services to four other 
Medicare Part A intermediaries (Wisconsin, South 
Carolina, Tennessee and Georgia) processing more than 
30 million claims per year, with an annualized revenue 
of approximately $3 million. 
Durable Medical Equipment (DME) Hearings 
Palmetto GBA (Blue Cross Blue Shield of South 
Carolina), a Regional DME Carrier, contracted with 
our Medicare Hearings Department to conduct a 
portion of its DME hearings, garnering an annual 
revenue of $180,000. 
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Medicaid Audit Services 
Provider Audit and Reimbursement Department 
(PARD) renewed its contract to audit Medicaid 
participating hospitals' cost reports and indigent care 
services that are used to calculate Medicaid's 
Disproportionate Share Reimbursement, with revenue 
of $1.5 million. 
Blanket Purchase Agreement (BPA) Partnership 
In May 1998, FCSO was invited to form a partnership 
with TRW, Inc., Arthur Anderson and Variable 
Information Processing Systems (VIPS) for the purpose 
of bidding on systems development activities in support 
of HCFA. This partnership was selected as one of four 
qualified bidders for task directives. HCFA anticipates 
releasing between 3 0 and 40 task directives under this 
BPA in the near future. 
As each task is released, HCFA will request bids from 
the four qualified bidders and award the task directives 
based upon its selection criteria. All of these business 
activities will include profit opportunities. 
Provider Education Pilot Program 
In February, HCFA awarded FCSO a contract to 
conduct a provider education pilot for approximately 
170,000 providers in the thirteen-state Southern 
Consortium. This has proven to be a highly successful 
program and was nominated for an Innovation in 
Government Award. We anticipate taking this program 




The company formed a 
partnership with other 
Medicare Contractors and a 
technology subcontractor, 
SRA International, Inc. 
(SRA) to pursue Medicare 
Integrity Program (MIP) contracts. TriCenturion 
was incorporated in Delaware as a limited liability 
corporation in November 1998. A proposal to perform 
Program Safeguards work throughout the United States 
was then submitted by TriCenturion to HCFA. 
Additionally, TriCenturion is preparing to bid with 
SRA to pursue a Coordination of Benefits contract 
through HCFA. 
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